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Contraction of United States

Merchandise Trade Surplus

Some Aspects of Foreign Competition
in the United States and Abroad

THE FIRST major reversal in the ovar 2-yenr downtrend
in export gales came during the Seplember quarter. Non-
military merchandise ndvanced to a seasonally ad-
justed sunual rate of over $17 hillien, about $2 billien more
than the recent low veached during the first yunrter of the

With the recent piclup in ezports, the exeess of merchan-
dise exparts over importe during the S:Et-emher fquarter was
close to $1.5 billion ab a seasonally adjusted annual rate.
This vapresented 2 major gain 42 compated with the earlier
part of the year, particularly the previous quarter, whan the
nation's traditional surplus on merchandise trade had prac-
tically evaporated. The third quarter trade sn:dplus was still
at a cate of less then hal tha $3.5 billion recorded for the year
1955 and only abont one-third as large ss in 1956 when ex-
porte had hit their pre-Snes high.

Since the first quarter of 1958 merchandise myports have
scored an wnbroken series of quarterly gnins. By the Sep-
tember 1058 guarter, imports were at a seasonaily adjustad
annual rate $3.3 billion above that for the first quarter of
1958, What is more striking is that nearly $3 hillion of the
total advancs oeeurred during the brief space of the thres
calendar quarters ended June 1859, aach of which witnessed
successive new highs for imports. Sensonally ndjusted im-
ports in the third quarter of 1958 established another record
of $15.8 billion a¢ an annual rate. The rise over the June
quarter was limited to about 100 million, part of which
may be attributed to the noeeleration of inbound shipments
in anticipation of the longshoremen’s strike which ccourred
during the early part of October. )

This review Rrst troces comparative trends since 1953 in
7.8, exports m'i,ié?[pum’ classified by broad economic clnsses
and by major product groupings within these closses. B
considering exports and imports to . such an app
recognized thal, the ability of foreign snppliers to compete
with, domestic industries mn the domestic market affords nu-
merons cluss a‘:uncermmiatﬂ;‘air ability io compete with TS,
eEports in foreign mar The relative adequacy of onr
axport, petformance ab sny one time, moreover, depends
upon whether or not U.S. receipts from merchandize salas
and wther t; of exports are sufficiently large to cover our

ents for current imports of merchandise and fo meel
other intarnational chligations dusa.

Net Exports of Finished Manufactures

Finished mannfactorss compriss the most important
single component of 0.5, ri trade—ond our export sar-
P}fﬁ of munufmturedd gooks huﬂftmddaiti onﬁll;gr more t-jl?mn
offset corresponding net imports of erude snd semimanufoe-
tur&dmmﬂsmdgfmdst

Tmports of finished manofactuies gained steadily from
1083 to 1967, ond yet the ndvance in exports over this pe-
riod, amounting to over $8 billion, was more than double tha
eorresponding riss in imports (see chart). With the drop
in exports after 1357, however, and the accelernted npswin
in imports sines thai time, the trade surplus on finish
mamiiactures has undergons an almost uynincerropied de-
cline. During the year ended September 1058 it fell to. 4.4
biilion, the lowest sinee 1950,

Autos, steel, textiles, oil products: Exports
- stide—imports up

Our changing trade in autes and parts acconnted for over
one-half the total drop of $L.7 hillion in net ﬂxﬁt& of fin-
ished manufactures in the year ended September 1950 as
compared with 1856 ! {ses tahla li). In the enge of passengst
Cars, which accounted for most of this decline, the 1.8, i-
tion shifted from that of 4 net exporter of over $200 million
in 1956 to a net importer of about $460 million in the yaar
ended Se 1959, Although the auto industry corn-
tmues to be o large net exporter of trucks and buses, truck
and bus exporta are also down and imperts np as sompared
with several years On the other hand, shipmants
abromd of anto parts for assembly and other parts, acces-
ﬂt;rllﬁ Ea,nd service equipment wre currently at the record rats
Q .

The reversal in omr traditional role as a net exporter of
Anished steel contributed nearly $208 million to the overall
dip in proceeds for net exports of fnizhed marmfactures
during the past year as compared. with 1946, and about one-
third billion dollars ae compared with 1957. Although this
recent Ewitch to becoming a net importer of iron and steal
may reflect some basic changes in our ability to compete with
forsign suppliers, it waa influenced to a major exten
first, by anticipation of, and latar, by the actual advent o
the steel strila.

A tendency toward weakness in exports of menufactured
petrolenm products and fnished textiles becams appoarent
somewhat earlier than was the case with anios gteal.
Petrolenn and textiles did not share in the genernl Tise In
sxporis preceding the Suer erisis (1054-56) wherens im-
ports, especially of textiles, made major gains, '

The secular downtrend in exports of ﬁbﬂmting 0il and
gasgoline, although temporarily reversed during che Sues
crisis, again became evident with the termination of that
emergency. The loss in nek exdggrts of such finighed potro-
leum products in the year ended September 1959 ns com-
pared with 19566 amounted o neorly $120 million.
_J-EEF; 1060 aMorda o kiers featetis parlod for romparclsen than 1957

¥hen tie Eres orlein bhad » mejor oxpanslonary fnfuepce on AEporkE, pArELL
Inely ta Burepe
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Wheress in 1953, net exports of finighed taxtiles had
amounted to over $170 millicn, by 1956 imports had moved
shead of exports. With imports swollen by heavy arvivals
of gpparel and house furnishings as well s of cloth and
other finished materiels, net purchases from abroad hit a
new rvecord of alese to $160 million in the year ended Sep-
tember 1959 (see table1).

Consumer goods: Imports outpace exports

Exporte of finished {nonfood) consumer items, aside
from textiles and passenrer cars, a3 a group have climbed
geadnally and steadily since 1954, The over one-third gain
in these shipments from 1054 to the year ended September
1959 is indeed fairly remarlable when viawed aganst the
backaround of the nurerous impovt restrictions maintained
by many foreign countries against suesh goods. When meas-
ured againgt the correspondmg tise of nearly 100 parcent in
lmports’.: however, the increase in exports appears very mad-
erate. The mavgin of exports over imports has graduslly
narvowed from ahout $230 million in 1853 to less than 315
million in the year ended September 1959.

Machinery: Major role in exports surplus

On o net basis rts of machinery presently aceount for
about TG percent r.é our total trade surplus on finished man-
nfagtures, as compared with less than one-half in 1953,

Mnacliinery exports during the yenr ended September 1059
werg about 10 percent below their high of $¢ billion in 18573
still they were slightly larger than in 1966 and more than 30
percent ahead of 1933. iile fmports have shown o con-
fincws uptiend since 1054, their value ratio to sxports has
not risen above one to seven, ’

_Exports of angines, turbines and parts are cutrently ron-
ning at ther rate of 1957, while imports, by comparison,
contine to be relntivaly minor, Shipments nbroad of con-
struction, exeavating and mining equipment and of special-

urpose 1ndustrial machinery, although prmntl{t ]agi;i

low the high vate of 1957, are more than two-fifths n m:ﬁ
of exports in 1958. JTmports of constraction equipment re
main nagligible while imports of epecial-purpose industrial
machinery are rising but nevertheless continue to he small
relative toexports.

In the case of severs] other individual types of machinery,
however, the pieture is somewhat different. Wherens cm-
cenily exports of agvicoltaral machinery are hardiy higher
than in 1953, imports have alnost donbled sinee 1953 and
have become four-fifths az large n= corresponding exports,
Even though our tractor exports were still seven times as
larze as imports in the yonr ended S-ePtembel* 1959, exports
wera slightiy lewer than in 1052 while imports have wade
major gnins during the past £ years, Exports of electrical
and office machinery have advonced substantially over the
period since 1953 and continue to exceed imports by a wide
mar«r]-iu; yet the corresponding vise in the value of hmports
of electrical machinery exeeeded that in exports, and the in-
arvense in the value of office machinery imports was nearly
three-fourths as large as that in exports.

Transporsation equipment: Spurt in aircraft
exporis—railwey equipment o
Tt is true that after nearly tripling in valna from 1953 to

1067, aireraft exports declned, falling in the yenr ended
September 1959 to Jégs than half the 1857 smount,  However,

December 1900

during the third guarier of 1859 exports staged a major come-
reflecting stapped-up deliveries on foraign orders which
E;c‘esmﬂy ageragate ab least half a billion dollars. Imports
aine 3 factor in onx trade picture in 1966; however, the
fnrt?&aa,h]_a rise in exports promises to far overshadow antici-
pe rta. :

in g
Tl orts of airera of railway equipment
have dheplagod Tt vooomors: ﬂﬂ'ﬂ’;{% the secoud and third
mrtars of 1059, such shipments to foreign countries wers
lowest sinea 1953, :

Table I.~11.5. Exporta {excl. mill aid} and Impoxts of Finished
Manufacturer by Seleqted vl Groupags 1
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Paper: Exports up—less reliance on imports
Except for a temporary pericd of stability from 1957 to

o 1958, paper exports have pained uninterruptedly, having

nengly doubled Jlinieﬂw,e year ended September 1859 as com-
o 1053 further substential jump in exports dur-
ing the third quarter of 1959 appears to indicate continued
vigor in foreign demand. A glance at the import side of the
picturs, furthermore, shows that paper stands out nmong
those menufactored comnodities for which our reliance on

imports has diminished over this period.

Food and Industrial Materials in Trade Balance

The contraction of nearly $1.7 billion in the export sur-

Ius of finished mannfactures accomnted for about half the

rop in the Nation's totsl merchandise surpius from $4.6
billicn in 1866 to $1.2 billion in the year ended September
1659, A further factor contributing to the decline was the
rize of abont $0.4 billion in net imports of foodstnffs. As
exports of foodsinffs, wided by Public Law 430 ﬁr}amin%-,
nra presently close to the newr-record high of 1956, this devel-
opment reflected primarily the enlarged flow of imports—
primarily of ment and cattle.

Adverse shift in industrial materinls

Far oversha.dowingltlm inerense in food importa as a Factar
contriboting to the shrinkage of ony trade surplus ag com-
pared with several years ngo, however, wag the rise in net
pryments for crude and semimsnufactored materials. In
the year ended September 18569 such net payments amomnted
to §1.8 billion, up £1.1 bilhon from 195€ (see table 2).
Wherans the deteriovation in our net trading position for
finished manufactures and foodstuifs was dne practically
entirely to & rise in imports rather than to a drop in exports
the incresse in our nemntive balancs on trade in ernde and
semimanufactured materinls resulted alinost wholly from
reduced During the past year, imports of such
mdustrianl materials have undergone a substantial eyelical
eXpansion, yat the ng_gl;egn,md less thon $10¢ million more
than in 1958 and less than $50 million more than n 1867,
By way of conteast, during the same spnusl peried endad
September 1850, sxporia wera $1 billion down from their rate
in 1958 and §2.1 billion below their performance in 1957,
The chart shows that in the general npswing of exports
from 1958 to 1957 nnd during the subsequent downturn, ship-
ments of such industrial materials had rigsen faster and lad
fallen more sharply than did exports of finighed manunfoe-

turers. Taking mto account the entive period from 1858 to
the year ended September 1850, however, the prowth in ex-
yorts of crude and semimanufactored materialg, amoemnting

toneerly two-fifths, was relatively much greater than the cor-
responding expansion of one-fourth in sales of finished mann-
factures. Over this of years, mereaver, the gain in
exports of such materials exceeded the aceompanying gain in
importe—a developmant oppozite to that ocemrring 1n the
casa of finighed manufactores.

Steel and fuel exports: Indications of weakness

A gurvey of trends in exports nud imports of the major
produst components of the crude and semimannfastored
goodls codegory, reveals several of the same tendencies alrendy
covered in the disoussion with regard to finished maaufac-
tures. Duoring the yenr ended September 1959, tha Joss in
net receipts nrising from lewer exports and hig&ler imports
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of semifabricated iron and steel amonnted to over $860 mil-
lion as compared with 1956 and sven more as sontznsted with
1957. By adding these reduwetions to the correspondin
lossey in our net trade position in finished iron and ste
{exelhuding and vehicles), ik can be sean that the
overall detariovation iy our balanes of payments due to
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chn.u%ea in steel exports and imports has amounted to wall
over half a hilion dellars sinee 1858 and more than thres-
fourths of a billion dollars ns compared with 1057,
Exca})t for a temporary spurt during the Suez erigis, ex-
of erude petroleum have undergoe a sontinnous decline
since 1951.  Fuel oil bas also shared in the secular downtrend
characteristic of petrolenm exports as & group.

Meanwhile, the rise in the valwe of ofl imports, which had
begun as early as 1942, did nof terminate until after manda-
tory quotas had become effective in the spring of 1950, Al-
thongh as late as 1952 the value of the petroleun exports had
heen in exeess of the value of imports by over $100 milliomn,
in 1958 this Nation bscame a net oil importer. By the year
ended September 1059 the margin of imports over exports
had risen to over $1.1 billion, ) .

Despite minpls evidence that American ceal has remained
competitive pricewise with foreign soul in markets abroad,
axports in the year ended September 1259 fell to $420 million,
an amount less than half the 1867 figure and well over
$300 wmilhon below exports in 1986, Tnsold pithead stocks
in Western Eurape have motnterl to vecord propovtions and
promise to rise even further in the year ahead as coal becomes
mcreasingly displaced by oil. Henee the present chances for
n major revivel th coal exports are duebiovs, particularly since
numerons forward contracts for exports hoave been canceled
and impeort barviers, newly erected by Germany and Belgiom,
remain in effect.

Cotton: Reversal of export dewntrend

Within the industrial mnterials groap, mnmanufactured
cotton stends oot ns the fourth major *wenk” commnedity from
the. sh:md}mi.nt. of export performance (see table 2). The
voluma of eotton exports during the evop year ended July
195% was the lowest for any season since 198656,

Unlike the inatances of iron and steel, petrolenm, and coal
exports, which offer no present indication of an immadiate
sharp upturn, cotton exporta are apparently hended for o
major recovery during the remainder of the curvent shi EI[.IE
season.  In addition to the greater competitivaness of U.S,
prices dne to lower support prices and the increase in poy-
mend-in-king for gﬁgnrts, other factors favorable to increased
exports are expanded consumption abrond, and redueed cotbon
production and sbocls in other countries.

The value of cotton exports during the & months ending
June 1980 may nverage close to $0.8 hillion at an annual rate,
Thiz would be nexrly half a billion dollars more than the
value in the year ended September 1850,

Chemicals, rubber, fats and oils: Streng export
performance

Shifts ih trade in & number of other crude and samimany-
factured prodocts bave considerably strengthensed the re-
caipts side of our international ledger. Exports of indusirial
chemicals have been on a contihuous upswing sines 1953,
and in the year ended September 1959, were more than Ewice
as large dcﬁlnrwiaa as in 1968. 'The relative rise in exports
over this period, moreover, was more then double tha eor-
mgpondmg advance in imports. On & net basis axporis of
induetrial chemicals ars curremély at an annwal rate of half
a biliion dollnrs.

Plastics and synthetic regins stand out among those chemi-
cals experiencing the largest ngli‘;i.n in sxport sales. In the
vear ended September 1059, such sales ware over 200 percent
higher than in 1053, _

Sxport markets for synthetic robber have expanded rela-
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December 106D
tively even faster than those for industrinl chemicals. At

their new high, reached during the second aud third guprters
of 1559 wmounted to nearly $15¢ million 1t su annoal
rate, ]i’»:r obviating the need for incrensed imports of natoral

rubber, the tor supply of domestically produced syn-
thetic Luhhefxl?:s in rex];:EltF:,ren,m had an iu}':pgrtnnt heuﬁng
on the payments as well as on the receipts side of our balance
of Eu iemta.

LS. trade in inedibla vegeiahle oils and oilseeda has also
been characterized by an extracrdinary gain in exports and a
flattening out in imports. Exports duting the yesr ended
Septernizer 1959 were even higher thon in 1967 and exeeeded
Img)orts by well over $200 million. This was in contrast to
1953 when importa had excosded axports by a alim margin.

Tron and steel serap is an ermatic performer which merits
brief attention, Even with the sharp picknp since early in
1959, the annnal rate of exports during the third gquarter was
etill much below that of 1958 and 1957. When contrasted

Toble 2.=11.5. Exports aod Imports of Crude and Semimannmfor-
rured Moterinls by Sclected Froduct Grovplngs 1
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‘with the very low shipments in 1958 and 1954, however, the
third quarter annual tote of $200 million is high,

Trade With Industrialized Conntries

As the bulk of the rain in imports and che drop in exports
gince 195657 was in finished manufnctores and industrial
materials, reapectively, it is pot surprising that mogt of the
recent shrinllf;ge in our averall expert surplug resulted from
changas in trade with other industrinlized countries.

erens In 1956 merchandise expeorts to Western Europe
and Japan had been $2.8 billion in exeess of corrs ding
imporis from thess countries, during the year aududsg;tem-
ber 1050, the margin of sueh exports over imports contracied
1o only coe-third hillion dollars. {The latter fizure ineludes
$400 million for Western Eavope and an import surplus of
nearly $70 million vis-n-vis Japan.) Henee changes in trade
with these two areas alone accounted for about thres-fourths
of ihe nearly $8.4 billion decline in the Nation’s total mer-
chandize sxport snrplus sinee 1956 and about two-thirds of
the $2.9 billhion drop ns compared with 1957,

As a fastor contributing to the curiailment of our expors
surplus with Weatern Europe and Japan aince 1956, the rise
in imports of $13] billion overshadowed the $0.7 billion drop
inexports. Inthe yenr ended September 1058, imporis from
‘Western Europe totaled nanrly billion, n jump of almast
one-half as compared with 1958. At the same time, the $0.9
billien of imports from Japan reflected an advance of two-
thirds sinee 1956,

Small rise in imporis from other areos

Thae rise aver the same period in merchandise imports from
the entire rest of the world, including Canads, amounted to
less than $0.4 billion. If the extraordinnty increase m im-
ports from Hong Kong is excluded, the rise in imports from
this gronping in the year ended Sepiember 1959 as compared
with 1966, am to hardly more than 3 perecant.

Imports from nearby Canada were ghont the same as in
1956; purchases from the Latin American Republics were
less than £ percent above 1950 and imports from Afriea and
Southeast and Dastern Asgin {excln Japan and Hong
ong} were even sl_ighﬂ;r lower than in 1056, Ounly from
{ceanin and the Middle Esst have there been appreciable
gains in imports sinee 1956,

The use of 1058 instead of 1366 s a yardstick does not
significantly change the picture. Whereas imports from
major industrinl oversens countries are more than twice as
large as in 1958, our purchases elsewhere in the world havs
advanced in the agaregate hy about one-zeventh.

Exports to Europe in long-term rise

It iz true that nntwithst:mdm%ﬂleir desline az comparad
with 1966 and L#57, exporis to Western Europe during the
Fear endad Seuytmﬁar 1959 wars siill nearly three-fifths—
about %134 billion—nahead of 1963. This was a far greater
expansion than that ogourting in onr exports to other arens,
but it did not mateh the corresponding rise in imports from
Wastern Evrope,  The resulf was a one-quarter billion dollar
dip iz cur acx]i»;:rt surplus with Western Europe in the year
anded September 1959 as compared with 1943,

Tha rige of one-fourth in exports to Juo zince 1958 fell
nearly one-half billion dellars shovt of the increase in im-
porte from Japan over this peried. This change, together
with that occurring in trade with Westerm Eunrope, adds np
to o total decline from 1853 to the year ended Sepiemher
1958 of nearly thres-quarter billion dollars in our net receipts
from trade with industrial countries overseas.
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Export surplus with other areas increases

Notwithastanding this major reduction sines 1958 in met
receipts from roerchandise trade with Weastern Turope end
Jopan, the ¢vernll merchandize export surplus of nearly
1.2 billion in the year ended September 1959 wae still no
lower than it had been in 1955, Ovwer this period the vise
of nemrly one-fourth in exports to the rest of the world
ineluding Canadn, amounting to over 2 hillion, had been
hothdr_elnt.iveljr an ﬂﬂhﬁﬂlut&l}" much glr'&’nt.er than ﬁ;ga tgu;;eé
gponding one-seventh inersase in mports, smenn ;
hPJJEi iun?g‘um thase countries.

Comparative Trends in World Markets

The world's leading mannfactoring centars--the Tnited
States, Japan, and the OTEC countries *—all showad con-
sidernble gains in exports® between 1953 and 1957, As Eu-
rope’s export trade revived from the destructive effects of
Wg.;icl ar II, its relative growth during 1953-58 was
greater than that in 1.8, exports. In the next 2 Eears, wovee-
ever, the spurt of 17,5, exports was not matched f Europs,
despite the large gains recorded by Germony and Lialy, that
aven's fastest growing exporters. Japans progress was
nigre papid than any of its competitors J:ln:':l!ng the whole pe-
riod since 1958, although its previons gains, likes Europe's,
had been severely restricted a5 an aftermath of World War

IIL.
The year 1868 witnessed o flathaning oot in exporis from
5. exports

bath Eumjsm and Jnfmn and & sharp declize in
from 1957s record high. By early 1049, howevar, axports
from boih OEEC countries and Japan had resumed their
upward climb and for the first half of the year were at o
new recard rate, reflecting primarily large gaing in sales to
the United Statesand &mu-ﬂn.

United States remains world’s leading exporter

LEven during the first hnlf of 1859, the trough of this conn-
ty's recent axport cycle, U5, merchandise exports of neauly
$8 billion {axnludjlﬁ‘emilitarj' pid shipments) were two-
thirds greater than $4.3 hallion shipped by the United
Kingdom, its leading competitor in terms of dollar value,
and three-fourths ahead of exports from Germany, its Jead-
mg Eurgﬂaan competitor in texms of rapidity of growth
Japan stil) had an rt market less than one-fidth a8 Jnige
as that of the Tnited States.

_ Exports from the Tnited Kingdom have nndergons 4 rela-
tivaly modest growth, advaneing by aboot one-fourth from
1953 te 1947 and rising only very little gince. France also

erienced only a compazratively mild growth in its exports
until 1857 when expork sales bagan to rise at o faster vate
than those of the Tnited Kingdom.

In contrast to exporits from PBritain and Franee, Ger-
many’s and Italy’s sales to world markets hove shown an
onistanding growth. Exports from Germany hava sulj]gad
ahead by over o hundred percent sincs 1853, By the firat
half of 1989, they ware only § percent lower than the United
Kingdom’s, eompared to more than 40 pereent less in 1958,

Recent losses in Canadion market

. Our Jeading markets have experienced a general penetra-
tion by our major competitors sinee the enrly 1950% and a
mors projounced penetration during the weak period of this
oountry's latest export oycla.

2. Froa Borope, acatndisg Spala, Fiolnnd, wnd Tugosinrin.
8. Imcluiing lil‘i‘tll' exporty te enth other ond locinding iodca-OBIE tade.
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The 178, share of Canada’s total imports, which in 1953-58
had flretoated between 73 and T4 percent, declined in 1957
lg several points as U.8. exports to that co f=1l while

urope’s shipments to Cannda zose. In 1955, Canada’s im-
ports from the nited States underwent a further contraction
of naurigf.’:{ﬂ million ; shipments from Western Eumtﬁ and
J:E::m wad slight gaing, Thus, the U.S. share of the Ca-
nadian market slipped to below 70 percent whila Europe’s
share rose to 16 percent. Data for recent momths of 1939
ravenl that Europe’s shara of Canada’s total import trade i3
eurrently at its postwar high while the 1.5, share, at slightly
mndar l;wu-tlﬁrc?s, is lower than m any war years. In
the September quarter, nevertlioless, the TI.S. contribation
of $2.7 billion (annval rate) o Conada's imports was six
times Jarger than that of the Uintad Kingdom, Canada’s sec-
ond largest supplier.

(termany’s and Japan's roles as Canadian sappliors lieve
shown tha most outstanding growth, Yot their combined ex-
ports ta Canada in 1958 wers only o third as lu.r%z 13 Britain’s
and less thon § g)ema_nt as great 43 those of the United States.

Conada's Iast business racession, which began in the latter
part of 1957, wns characterized by a snbstantial decline in
investment expenditures for larga resouree development proj-
ests ot the snme time that sonsmmer expenditures were gquite
well maintained. Conszequently, there was a contraction in
Carada’s demand far capital equipment—heavy construc-
tion, excavating, mining, and other types. United
States was the predeminant supplier of such imports. Sta-
bility and subsequent growth in demand for consumer-type
manufactures from Europe and Japan-—textiles, clothing and
accessories, and passengar cars—eoincided with the shrinknge
of long-term investment,

Pattern in Latin America

Among the less industrialized areas of the world the Latin
Awmerican countries represent the largest marketz for 115,
axports. Althongh the T1.5. share in total Latin American
imports declined slightly in 1954 and 1955, it subsequently
recovered nnd in 1957 amomnted to 53 percent, & portion even
glightly higher than in 1853. A= Latin Awerica’s imports
dropped sharply in 1958, the United States—uwhich had ex-

anced the lar previous gains—bore the brunt of the
mina and jts share in _the total fell to balow ome-half.
Latin America’s imports have dipped forther in 1959 with
Eri&rﬂs from the Tinited States sgain acequnting for most of

& ATOP.

Gern’me, with & share of about 9 t, is currently
Eumﬁe’s Iargest Latin American supplier. Japan supplies
less than 3 percent of Eatin Amerien’s Imports.

U.S. aid e factor in other nonindusirial areas

‘The countries in Asia, Afriea, and Oceania look to Europe
and Jﬂ%.l]: ag their principa) sources of imports. Ezeceptions
are the Philippines, where traditional pelitical and sconomie
ties are prevalling influences, and soms countries in South-
east Asia—principally Formosa and the Eepublic of Korea—
wiiich ares large recipisnts ol U5, aid.

Generalty speaking, the aid recipient eountries in the post-

World War II period have subsiantially increased themr
proportion of inports from the United States ns compared
-to prewar years. To illustrate, Indin obtained only 7 percent
-of its Imports from the United States in 1987, Since 1953
its relinnce on U.S. supplies has varied between one-sighth
in 1954 to almost one-Hfth in 1958, depending largely on shifts
i movements of grain and cotton under grant mid and the
Public Law 450 prograni.

Derember 1950

Among the other major natiens, the Philippines, Australin
and the Union of Sonth Africe have re m% 1o euch m.uju::at
changes in their preference for the Utg'lil:ed States as o sup-
pliet between the prewar and pestwar periods. In these
countries, navarthaﬂss, some changes m the importance of
the United States as a supplier have ocecurred during the
1850%. The U.3. share of omports into the Philipyrines has
siiifted stendily downward from three-fourths m 1953 to
somewhat over one-half in 1958: in the Union of South
Afriea it remained fairly stable at nearly ona-fAfth until
1958, when it dipped to around 17 pexcent; und it described a
U-shaped patiern in Australia diﬁ-ping below ome-aighth in
195455 and moving mudm-ntal} nhove that shave in 1957-58.

Volume of Exports ondl Indestriol Prodection:
Four Countrios
Index, (363 = 100 {raila zcale)
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Competitive Positionin Exportsof Manufactures

The U5, share in total exports of manufocturers ** by all
industrial countries® has been falling since the sarly 1850%.
h the fall was intarropted during the export boom
of 1066 and 1957, the U.S. shave of aboul 28 percent in the
Intter wag around one point less than in 1958 {=eo table
3;. A numbsr of Europesn eountries alse had emaller shares
of the world market than in 1658, despite nninterrupted grins
in their experts during thispericd.

The common denominator in this deterioration of the rela-
tive positions in world trade of the United States and of
others was the uutstandin]g advanes in exportg recorded by
Ge.anQ]g?J mpﬂ,ﬂggd I::_la B Af thmdadvapléaasslﬂowle;. Elev
treen o oL . qrts dro , Hhe
market share of all the other E:xrg enn natapﬂns BitiaI:rP stabil-
ized or moved slightly higher., The U.5. share meanwhile
dropped te a little nbove cus-fourth in 1858 and dipped below
ang-fourtl in the fiest half of 1959 as rty ¢ontinued to
Iag. Cﬂmc{)etitnr countries—paced by ¥, France,
Netherlands, and Fapan—inereased their e=porta of manz-
factares during 1959, mastly to the Tnited States.

United States still leads; United Kingdom loses
second place

ite the slippage in its share to abowt cne-fourth, the
United States remained the world’s leading exporter of man-
ufactured goods by a macgin of more than o fifth over its
second place competitor in fhe first half of 1958, A striking
fentrre of this compurison is the identity of the seeond place
contender (ses tahle 2). In 1953, the United Kingdom was
the rupner up; it held o in in manufactured exports of
three-fifths over next-place Germany. During the follosr-
ing years, however, Germany incrensed its exports to such
an extent thet this margin was eliminated by 1058, In the
first half of 1959, with exports of both countries on the rise
Germany sncceeded in pushing the Thnited Kingdom out o
second place.

Competitor countries expand output

Thesa countries which ezperienced the largest eXxpansions
in export sales sinca 1958 ars the ones which had the la
gning in prodoclion and which consequently became abla to
supply and sell an enlarged and move diversified volume of
googs (see chart). Earher the aftermath of the war and
needs at home had meant limited opportunities for export.

In the third quarter of 1959, the seasonally adjnsted index
of industrial production in Jepan wag over double the aver-
ngefor 1958. In Germany, where output had risen relutively
faster than in the other OEEC countries, prodection was

4. 'The following dlesuesien thopld by prefaced with a reminder thot the for-
algn trode pbhtlates oo which It iy BaAgd, gy Dot e gukirely romapoenbls for the
virloos mzporiing counicles, Tley Bave bhiet cpfractad fo¥ the most port from
publimtdons of & pumbeyr of Inbsefintanal st=nizations mﬂ:::ﬂ from ufgﬂuta
submirsions by the peporting evuntrlee.  Since nnHanal ents tor forelen
tradd ﬂhrﬁn'i d!lﬁr frani esomiry te ocuetry, it s often diBcult fnr each
rapbaTiet ta achiova m ﬂpredne recpmeillation to the commodiiy eloeslficatods
aid definidoba lred by the totirootHonal apsncles, The datd are
ttbe wﬁmtt;wmblm hatrever, to be vesd a3 8 basis for trodnog 2ppeoximate
[
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B, ggr_'ﬂnns B & 7 e2d 8 af the Btandard Internntieanl Teade Oaasiiration
B, epecial en HEIH thé onmvW]iEes teed bim

ane

d d of “manofnctores,”™
HAnlrhed monufastires'™ And smilit térme, E‘Mm::tiun ll?&lmlgrﬁlmtmg

' T
wephacts: Lo ;:n;pla. putralmgin Drodocks are tnd [acly . while. oi
the other haod. 1 snd a Inrge domber of Ates] Dr uﬂﬁu eanxldared a8
Usamlbinighed™ in ghs clastifintion AM4 Bers Dapreogn {under Sertith
] ag numfaetu duaty, .
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over three-fifths ahead of 1943, These increnses far exceeded
the corresponding rise in induetrial production in the United
Kingdom, just as the relative rise in exports from these
gountries had overshadewed the grin in exports from the
United Kingdom. . . :
Unlike the TTnited States wheve the fransition to a vigorous
time economy wos completed soom after World War IL,
urape gnd Ja did not emerge from the recovery stage
until congiderably Yater. It is, therefore, not surprising that
the incrense in industrial production in {,,}cr[ltiztantal Western
Enrgpo and Jopan sinee 1953 has heen relstively grester than

in the United Stefes. Nor is it swrprisi in view of the
major role which e have traditionadly played in the
economies of othor induetrialized countries, that these coun-

tries often garve priority to rebuilding and expanding their
export industries,

Cupital equipment: United Staies major supplier

The TLS, share in world expoits of capital sguipment is
congiderably higher than its velative contribution te world
sxports of most other typas of manufacturad goods.

n 1958, the Tnited States acconnted for the following por-
tions of world exports: construction, exeavating, and minin
equipment, over three-fiiths; tractors, newrly hoalf; agricul-
ti machingry and trocks and buses, over two-fifths. Other
c&];lritu.] equipment items for which the United States supplied
& third or meve of world exports in 1958 were machine tools
nod metelworking machinery, office machinery, nireraft, and
reailway %:[ulpment {zes tabla 1).

Notwithstanding these relatively high retice, cur 1858
shares in world exporis of all these items (except railway
vehicles) wera lower than in 1053, Except for rnjfwu}r vehi-
cles and machine tools and metalworling tnnchinery, the U5,
sheres hnd also declined as compared with 1956 and 1957,

An examination of the relative performance of 1.8, and
foreign couniries’ exports of these products gives some indi-
cation as to which T.8. export items appear to be sufferi
from a long-term *structural” decline and which &o abnorme
factors or short-teym cyelical flactuntions.

Table 3. —Exports of Manuifactyred Goods | from TUnited Stabes.,
Japan, and Western Euxope to the Free World
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The recent dip in the U.SE.I share of the world market :fut;'
construction, excnyating, and mining machinery appears to
be of o temporary or cyclical noture. The deeline in T8,
exports after 1957 was heavily concentrated in reduced ship~
ments to Canada and Letin America, areas experiencing
Jdownturns in the investment eycle snd raductions in the in-
flow of 1.8, direct invesiment capital. The minor role of
competition s evidenced by the fact that Europe’s two lead-
g exporters shipped a combined total of $25 million of such
equipment to Canada ond Latin Awerica in 1958, only 7 per-
cent of what wns suplied by the United States.

In the case of commercial airereft exports, the market ad-
vantaga has seesnwed between the Tinited States nnd Britain.
Beiween 1963 snd 1935 1nxger 1.5, exports of conventional-

owered aireraft gare this country a rising share of the mar-
et. Snbsequently, the United Kingdom gnined the upper
]%111[1 Witildim sucﬂe:;isﬁlgr marketing of the turbnprilp a.n'm]:nft
e introduetion e, jei-type passenger planes, how-
ever, which are hecomi the domﬁnnt of air transport,
ond for which large foreign orders have Inced with the
United Stntes, foretells a rising importance for this country
in the world market.

The U.5. shave of world exporis of railway equipment also
expanded nfter 1063 While the vigorens upswing in our
exports was reversed in 1558, this reversal is as yed too short-
lived to conclude thai this country’s comparative advantage
has changed.

U.5. axports of metalworking machinsty and machine tools
{including rolling mills} claimed 2 Jarger share of the world
mnrket in 1958, almost two-fifths, than in any other year
stnee 1958,

Construction e?i.}ipment, aircrait, Tailwway wehicles, ma-
chine toels, and relling mill equipment are all costiy long-lead
items, for which delivery dates and eredit tarms ars major

Table -!'.F-Exporl.a of Mannfactured Goods fromn the Unibed Sextes
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congiderationt infloencing- the- choice of o supplier. The
extension of long-term export credits by the Export-Import
Bank has therefore been an important r in mainteining
our competitive position for such exports.

Some machinery and autos in longer decline

In the case of agricnltural mechinery and indystrial trac-
tory, the T8, shars has declined steadily sines 1953 (see table
4). " U.8. exports of office machinery—including eard punch-
ing machines, slectronic computers and other complex, newer
iypes of equipment—havs rsen almost steadily sinca 1943,
vel German and Italian exports have advanced relatively
evel fastar.

The recent wealkmess in foreign demand for T.3. commer-
cinl motor vehicles (trucks, hmses, ete.) can ba identified, at -
least in with reduced investment activity in Canads
and Eatin America wherﬁ this coun i?nl the predominant
supplier. However, it European an wer markets, evi-
deﬁga of Burope'’s inereased penetrotion iy more clear.

The decline in the TS, share of world sxports of commer-
¢inl motor vehicles from around one-half in 1956 to not far
above two-fifths in 1958 wns not o great a market deteriorn-
tion as that experienced by our passenger car exports which
showed n steacly decline over one-third of the world
total in 1955 to [ess than one-geventh in 1958

Performance of other machinery exports

(£ the three remaining capital equipment groups studied
Tor their competitive rmance, the “other industrinl ma-
chinery” group turned in the best showing (see tabla ]21:])
This group contains many items of sn innovation or highly
tachnﬁgmal character for which this cuuni.rfv retaing s com-
parative advantage because of the existence of its ovmn domes-
tic mass morkel. Among these items nore specialized
proecsssing and wrapping machines, commercial refrigera-
tion and air conditioning equipment, and industrisl control

Table 4 shows that the shares of the United States in world
sxports of electrical mechinery and power generating equip-
went were not so well maintained,

Chemicals and paper strong; steel lugs

T.8. exports of manufacturad chemicals have maintained 2.
nearly one-third share of 5 consistently rising world market
with considernble relntive stability over the entirs period
sinee 1453. .

Our paper and paperbourd exports have advanced without -
interruption to a cuxrent podition between o fifth and & quax-
ter of t]{?e. worldtotad. ] .

The decline of a half billien dollars in T.8. exports of ivon
and steel from 1957 to 1658 waeno larger in value terms than
that experienced by Enrope. Since the proportioni).drop
wns much greater than that. for Europe, however, and since
Japin's steal exports vose slightly in 1958, the Ué share of
world stesl exporks d—to one-sixth. Enrlier, however,
strong foreign demand dwing the 1955-57 boom period

bron;ﬁ, exceading forelgn capaciz to meet it, had advanced
this eouniry’s steal exports at a faster rate than aggregate
exports from competing steel producers.

hiz gituation may recur us once agiin Eurepean steal
ductien appenrs to fgrrmn on eapacity, with shorta
devaloping especially sheets—an 1tem in which
Uﬂih&lﬂ7 States 18 estimated to have o sobstantial price od-
and for which foreign demand is on the riss due to

continually expanding automobile production. Moreover, n
steong revival of the investment cyele in Canada and Latin
Ameriea, would provide an additional stimulus to higher
T1.5. exports of steel products,



